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SULTLARY 





Action to be Taken 


Investigate the seaurity and logis~ 
tics probleis which would be encoun-~ 
tered in China if the Army accepted — 
Comnodora Miles' proposals. 


Investigate the possibility of send- 
ing material intercepted in China to 
a nore secure location scutside China 
for processing. 


Decide whethrr or not to inplement 

Article 18 of the Saco Agreenent by: 

{a) Assuning-all the Navy's respon~ 
sibilities*for communication in- 
telligence activities in China, 
with the exception of the Navy's 
D/F net and communication nets 
for coast watchers;. or 

{o) Associating: with the Navy in a 
joint C.I. enterprise in China; 

{c} Establishing a small section in 
SSA to work with Saco unit. 


If Arriy cannot accept Commodore 
liiles' proposals, continue inple- 
entation of Saco Agreement. 


Reject proposal te establish a 
Small section in Op-20-G to work 
with Saco unit. 


Decide whethar to increase C.I. 
personnel in China. 


Establish as many stations as 


practicable in China to acquire 
operational weather intelligence. 
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Responsibility 
G-2, SSA 


G2, SSA 


G2, SSA 


Ber, Ope 20 
Fe2, Op~20 


G2, SSA 
Fo2, Op-20 
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Action to be Taken 


Withdraw support from the British 


proposal that the word "Ultra", ab - 


a designator for communication in- 
telligencs, be changed to some 
other word. 


Decide whether or not to adopt the 
use of "Pearl" and "Thumb" for low 
level intelligence. 


Responsibility 
GmZ 


G~2, SSA 


| Pe2, 'Op-20 





TINUTES OF FIRST (ETING OF 
ARLIV-LAVY COLD ULICATION INTALLIGSNGS BOARD 
DARGHL 19 


The first meeting of the Army-Navy Communication Intel- 
ligence Board (ANCIB) was held in F-20's Conference Room, Navy 
Departnent at 1130, 14 March 1945. 


\ 
Present: 
ANCIB 


Army: Major General Clayton Bissell 
Colonel \. Preston Corderman 





Navy: Rear Adnirval YWewlett Thebaud 
Rear Admiral Joseph R. Redman 





Arriy: . Brig. General Carter \. Clarke 
Colonel WW. Preston Cordernan: { AICTB) 
Captain Walter J. Fried 


Lavy 


er 


Captain J. N. wenger 
Captain P. R. Kinney 
Captain v. R. Suedberg, IIT 
Licutenant J. V. Gonnorton 


Also Present 


Comriodore ii. BH. Miles 
Captain dg. G. Metzel 

Captain H. T. Orville 
Gommander W. d. Sebald 


First Meeting of New Board 


Captain Snmedberg welconed the menbers of the Army-Navy 
Communication Intelligence Board (ANCIB) which had been re- 
cently established by a formal directive signed by General 
Liarshall and Admiral King, and which was now neeting in formal 
session for the first time. Explaining that the Army-Navy 
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Goununicstion Intelligences Coordinating Connittes (AUCICC) held 
{48 regular nonthly meetings in rotation at sach of the four 
agencies represented on the committee, Captain Smedberg pointed 
out that in accordance with this procedure he was acting as 
Chairman of the larch meeting. 


Introduction of Commodore li. Bf. Tiles 


Extending his welcome to the others who had joined the 
conference, Captain Smedberg indicated that Commodore iilles 
would first .discuss current communication intclligence activities 
‘in China and then would make some definite proposals. It was 
Captain Smedberg's belief that Commodore iles was anxious to 
have the Army either approve the establishment of a joint Army= 
Navy unit in Chine or consent to implement independently Article 
18 of the Saco Aprsement in ordar to permit the Navy to withdraw. 
all but its coast watchers, D/F, and communications nets. 


Statement by Commodore Miles 
Oripinal Mission 


Commodore Miles declared that three years ago he had besn 
directed to go to China to explore and exploit every paessible 
+ “Csouree of infofmation)which might be of use to the fleets of 
the U. Sv Navy. IE had been his intention to direct the Naval 
eroup in weather and general intelligence activities, but the 
foree of circumstances had brought bis. into such far renoved 





fields as guerilla warfare and cryptanalysis. co ua 
. . (s et cies lane i 
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Saco Approved by lish Authorities geet ® 


The Saco Agreenont between the United spates and China, 
which had been approved by President Roosevelt’, the Secretary 
of the Nuvy, and the Chinese iiinister of Foreign Affairs, had 
been transmitted by Admiral Leahy, Chief of Staff to President 
Roosavelt, to Comuodore Miles for implementution. General 
Mershall bad approved and initialed the agreement when it had 
been brought up for discusaisn before the Joint Chiefs of Staff. 


Article 18 of the Saco Agreement, which provided for the 
establishment of a Sino-~American organization in China to engage 
in communication intelligence activities, had been supplemented 
by another agreement between the United States and China in 
December 1943. The Chinese, who were not interested in Jananase 
Yavy codes, but wero very desirous of recelving training in 
Japaneso Arny codes, and in the elements of intercept work, 
cryptanalysis, and treffic analysis, looked to Commodore Miles 


for assistance. — eedeoeneae prow teed A Tr Aprcanent 
x ; 
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Previous Training Experiences of Chinese 


Wr. Herbert 0. Yardley, author of The American Black 
_Chember, had served for some time under General Tai LT, and 
although he had not achieved much and had been dismissed by 
the Chinese, he had left them with the impression that Amer- 
jean eryptanalysts had devised some magical method or "erystal 
ball" procedure in solving the codes of other nations. Chinese 
students in cryptanalysis had also worked with Colonel Marr 
Jomson in India. Through this they had become aware of the — 
us@ of machine methods in evyptanalysis, and ever sinee had 
peen requesting similar machines from the United States. 


Commodore Miles had established one unit to train 
Chinese intercept operators. Another unit for training in 
eryptanalysis and traffie analysis had been set up under Lt. 
Colonel Holcomb, who was later sueceeded by Commander Holtwick. 
In regard to the latter activities, the Chinese had:not been 
too incuisitive and had not learned very much, despite the fact 
that they had showed an aptitude for the work. fon 





Since Chungking was disadvantageously located for radio 
reception, Commodore Miles had sent an inspection party to in- 
vestigate possible places for the reestablishment of the unit. 
tt returned with a report that practically any place in China 
was better than Chungking, so Commodore Miles ordered Lieutenant 
Hoose to move the Navy wit, of 6 and later $ positions, to 
EKweilin to operate in conjunction with the 68th Composite Wing 
under General Chenault. Commodore Miles gaid that he would make 
no claims concerning the value of the unit, though it had sup- 
plied information concerning many targets along the coast which 
had been attacked with varying degrees of success. On the 
other hand, when he had attempted to remove the unit to another 
spot, General Vineent had made a strong plea for its retention 
to serve hin, 





Arrival of Naval Unit at Kunming 
Eventually the unit was forced to move farther back to 
Kuwming, and within twenty-four hours it was again in operation. 
At present it was operating under Lt. Commander Joyee, and al- 
though there were no Chinese working in the unit, they were aware 
of its existence, purpose, and, presumably, some of its activi- 
ties. At the moment it is issuing a digest containing general . 
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information concerning coast shipping and some air movements, 
which Commodore Miles believed was of no operational use to 
the United States Navy. American. fleets in the Pacific area 
had moved so rapidly and had seized so many better locations 
for the interception of Japanese traffic, that the unit at. 
Kunming had outlived its usefulness insofar as Japanese Navy 
traffic was concerned. , 


Naval D/F Net in China 


Cowmodore “Miles then described the D/F flash net which 
he planned te establish in China under the direction of Cap- 
tain Hoyt Seott. Of the six stations mentioned, only two were 
in operation at the present time, but eventually all would 
send their bearings into the Pacific strategic net, which had 
long been in operation. Commodore Miles gave assurance that 
the D/F stations could be set up in territory occupied by the 
Japanese, if they were needed, since the Chinese would coop~ 
erate by providing as many guerilla seldiers for protection as 
were desired. 


Many diffieplties, such as inadequate power supply and 
the necessity for burning of tung oll and low grades of alcohol 
in Diesel engines which supplied the power, indicated the need — 
for establishing "backing up" stations within a few hundred 
miles of eachother. . Thus, in case of an emergency, an impor- 
tant source of valuable bearings would not be lest. Mobile 
D/F unites were to be used in unoceupied territory near tne 
front, so that withdrawal could be made promptly if the eneny 
became too active in the immediate area of the D/P station. 

The D/F net would be put into operation in the very near future 
with DAB units, and since a flash transmitter had been set up 
in Kunming, it was believed possible to send bearings to the 
Pacitic strategic net in excellent time. the Gobi Desert, sin. 
its_h eee Bree Oe Se ee eee eee 
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Operational Control of Comnavgroup China by General Wedemeyer 








Commodore ‘iiles anticipated that within the very near 
future an agreement would be approved by the Joini Tthiefs of 
Staff which would place Navgroup China, directed by “ommodore 
Miles, under the operational control of General Wedemeyer. 
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Arny Requested to Eater the Saco Agreement 


Commodore Miles stated that if the Army would accept 
certain responsibilities under the Saco Agreement, he proposed 
to eliminate all Naval c. I. activity in China with the excep- - 
tion of the D/F net, and possibly a few exploratory parties to 
discover low power radio emissions in southern China, if any 
existed. Since the Chinese were interested in Japanese Army 
and Japanese Air Foree codes, and according to the original 
allocation agreement accepted by President Roosevelt, the U.S. 
Army was supposed to work on enemy Army traffic, Commodore 
Miles was ready to welcome the assistance of the Army in this 
work, whether it accepted the responsibility alone or Joined 
with the Navy in handling the activity. 


Need for Preparing for Asiatic War 


Commenting that all Allied intelligence officers in the 
Far East believed that the Japanese were keeping open their 
sea lanes along. the Chinese coast in order to permit:a stra- 
tegic retreat into previously selected and well-established 
defensive locations in the north, Commodore Miles felt it was 
necessary to ensure that American units were well established, 
especially in the north, to prepare for the coming struggle 
on the Asiatie continent. He believed that enough intelligence 
could ble acquired from the exchange of information concernng | 
weather data, from coast watching and from various other sources 
to justify the existence of the Saco Agreement from the American 
viewpoint. 


Although he desired to keep the good will of the Chinese 
by instructing them in the techniques of communication intel- 
ligence, Commodore Miles recognized the danger of jeopardizing 
more important American interests by associating with the Chi- 
nese in this activity. Commodore Miles concluded Kis remarks 
by proposing that either an Army. unit be established in China 
to replace the Naval group, or that the Army and Navy reach a 
joint agreement to shate responslbility in this area. 
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Discussion of Commodore Miles! Proposals Ww 





Good Faith and Security of the Chinese 


Pc yen TO er nv earn 





After Captain Smedberg announced that the mee ing would 
. be open to questions from those present, General Bigsell ine 
quired whether, evon if the spirit of complete good/faith were 
to characterize the exchange of intelligence between China and 
the United States, it would be possible to carry on the ex- 
change with absolute security. As to the spirit of mutual good 
faith, General Bissell had several times been informed by the 
Chinese that they did not intend to live up to the! agreement ;—— 
therefore, he aid not feel that the United States should be 
pound by an unilateral pact. . 

Commodore Miles replied that since he disagreed with 
General Bissell's. viewpoint he would prefer to discuss the 
good faith of the Chinese in living up to the Saco Agreement 
at another time, but that meanwhile he eould give full assur- 
ance that ¢ertain sections of the Chinese, with which he was 
associated, were highly sohscious of the need for security. 
General Tai Li had certain sections under his command which 
‘possessed security equal to, if not surpassing, that of certain 
American organizations, and Commodore Miles believed this se- 
curity could be maintained, 





mare of Saco Agreenent 


Captain Wenger inguired whet: interpretation could be 

placed on Paragraph III (3) of the agreement supplementing 

Article 18 of the Saco Agreement, which stated that American 
personnel should be furnished by the U. S. Navy in such num» 

bers and capacity as could be made available, considering the 

_ghortage of trained personnel and other commitments in the 
Japanese war theater. 


Captain Wenger also referred to Paragraph Ir (5), which 
read "the U.S. Navy shall determine the ultimate total number 
- of American pergonnel to be assigned." When Commodore Miles . 
replied that these clauses had been writen by Commander Holt~ 
wiek of Op-20-G in order to gefeguard the interests of the U.S. 
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lavy, General Bissell pointed to this phraseology ag an ine 
stance of the ambiguous language which was usually introduced 
into agreenents with the Chinese in order to permit different 
interpretations by either side to conform with views which 
changed as cireumstances varied. i 


Naval Support ot the Saco Agresnent 


General Bissell remarked that some American authorities 
believed that since the Saco Agreement was no longer of impore- 
tanee to the United States, it should be abandoned after fair 
warning had been given to the Chinese. Admiral Redman stated ' 
that the U.S. Ravy did not intend to cancel ths Saco Agreement 
because certain information which should he of value to the 
Pacific Fleets could be obtained thereby from the Chinese, 


On the other hand, the Saco Agreement. did. not stipulate 
that the U.S. Navy should be the only organization allowed to 
do communication: intelligence work an Ghina, and, therefore, 
the U.S. Army could take over the task of the Navy or. associate 
itself with the Navy in a joint enterprise. Since, at present, 
both the Army and the Navy have separate units at Kunming, 
Captain Wenger suggested that both be combined under the opera» 
tional controls: of the Army, if the Army so desired. ; 


Stabus of the Naval Units in China 
To General Bissellts inquiry whether this unit would 
belong to the Chinese as well as to the Jrmy and Navy, Admiral 
Redman replied that the Navy had two separate groups operating 
in China. The Wavy unit under Lt. Commander Joyce opereted 
dircetly under Commodore i4es in his capacity as head of the 
Comnaveroup China, under Admiral King} the: Saco unit (of 
Chinese and Americans) was under the firmediate command of Lt. 
Commander Heagy who served under Commodore iidles in the latter's 
capacity as the American representative (Deputy Director of 
Saco) charged with 4mplementing the Saco Agreenent . ; 


Captain Metzel somented that Article 18 of the Saco 
Sgreement asked merely for instruction in communication intel~ 
Ligense activities, and, whatever the United States did in ad- 
dition was no concern of the Chinese. During the life of the 
Saco Agreement the G} nese head never invoked the terms of the 
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_agreenent to press Commodore iiiles to do anything which he had 
not been willing to undertake. ; 

Commodore Miles remarked that he had; been given a free 
rein in China, and he could establish any station the Arny deo~ 
‘gired to set up on the Asiatic continent, either inside or oute 
‘gide oceupled territory. Ula organization was already perform - 
ing coast watching duty for Admiral Ting, and in sone cases his 
operators had required the protection of guerrillas to carry 
‘on their operations. He promised similar protection, up to two 
or three thousand guerrilies, for any station the Army might 
want to plece in the northern part of China. 


If, in the future, the D/F stations which were now being 
established by the Navy became more usefur to the Army, Gommo~- 
dore Miles ae aoe that they should become jolnt Army-Navy 
activities. AG present thore were two R/F nets in China. Gne 
was an intornal net, which operated in somewhat the same Fashion 
as the FOG in locating clandestine stations within China. The 
use of moblle D/F units by this organization had permitted greet 
‘flexibility in their employment , and they had already demonstra~ 
ted thoir value by disclosing the presence of soven clandestine 
stations which:had been shut down after the errost of thirty- 
five agents. This had been of considerable help in shutting off 
information concerning American targets from the Japanese. The 
othar D/F net in China, under Captain Scott, was to become part 
of tho Pacific strategic net and to furnish pearines for the - 
operational use of ‘the flests. 


Retranemissi intercepts to More Secure Location | 


: General Bissell suggested that under the cloak of the: 
Saco Agreement it might be possible for the United States to 
Jintercept a great deal of. material relating. to Japanese Army 
and Japanese Army Air Force codes, which could be sent outside 
China to a more secure Location without the knowledge of the 
Chinese. The units working under Commodores Liles could inter- 
sept the traffic, copy 1% and transmit it to an American crypt~ 
analytical center. However, he questioned whether or not this 
could be done without arousing the curiosity of the Chinese. 


CGormodore Miles replied that the Chinese would not be 
more inquisitive about this arrangement than they were concern~ 
ing the present Army station at Kuhming for they were already 
aware of the Asmy's numbers, purpose, and type of activity there. 


General Bissell agreed that the Japanese, as well ag the Chinese, . 
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knew about the Arny's activities in China since it would be 
impossible to hide its presence. 


Commodore Miles pointed out that delays in encoding and 
decoding might ensue if such an arrangement as suggested by 
General Bissell were adopted. Furtheriore, the use of encoding 
machines waS a natter of high policy. Admiral Rednan renarked 
that the machines used for passing raw material were not EC's. 


As for the security in the encoding and deciphering of 
this material, Commodore Liles stated that his code room was 
manned by Anerican officers and no Chinese were ever pernitted 
to enter, The security of the U. S. Navy's own cormunication 
organization in Saco Headquarters could not be better. Its . 
security was as strong internally as was that of any organiza- 
tion in the U. 5. Navy. 


Future Status of Saco Undor General Wedemeyer 


To a cuestion from General Bissell concerning the future 
status of the Saco Agreement when Commodore Miles would be placed 
under the operational control of the theater cornmander in China, 
Commodore Miles stated that as the American authority charged 
with implenenting the Saco Agreement, he would be acting with 
the approval of*General Vedemeyer and the Joint Chiefs of Staff, 
who had affirmed the Saco Agreement insofar.as 1t did not jeopard- 
ige their operational control of the area. However, the Naval 
group in China would be directly under the control of General 
Wedeneyer. General Bissell remarked that General Wedemeyer's 
control in Chine was intended to be similar to that of Cincpoa in 
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Details of Commodore Miles Proposals 


The discussion théen turned to the plans proposed by Commo- 
dore Miles under the Saco Agreenent. Commodore Miles informed 
General Bissell that he desired to expand the present Saco unit 
in China to perform: ; 





1. Training in intercept work and actual performance 
of intercept. . 

2, Training in methods of cryptanalysis, and actual 

4 performance of some elenentary cryptanalysis. 

3. Training in traffic analysis, and actual perform~ 
‘ance of some traffic analysis. : 
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Commodore files extended an invitation to the Army to 
join with nin in the work of training the Chinese, and stated 
that if the Army refused to accept his proposal, he wouid ask 
Op-20-G to assist him.. He recuested that a small research 
section be established in either SSA or NCA to cooperate with 
oy by sending call signs and recoveries, etc. to the unit in’ 
China. 


Training in tiself Not a Problem 


In reviewing some of the points which had already been | 
discussed, General Bissell said thst asfar as training of the | 
Chinese was concerned, the instruction could. be either accel- 
jerated or drawn out to last as long as the war continued. He 
did not foresee any great difficulty in the training aspecty 
since this could be satisfactorily controlied by those doing 
the training. However, when those under training began to pro- 
duce imtelligence, the British would be concerned with the 
problem because of the Army's commitments with then. 


No Conflict with British Interests 


To General Bissell's inouiry concerning how much the 
British knew about the activities of the Navy in China, Admiral 
Redman replied that the Navy had made no agreement which would 
pring it into conflict with British interests in China. The 
British unit at Anderson was not working with the Chinese, and 
when the latter had visited Colenel Marr Johnson, they had 
eventually retired from the seene on the grounds that they were 
producing little of value. 


Control of Navy Unit by Cominch 


Admiral Redman further stated that the Commanding General 
in China would not take operational control of the Navy's C. I. 
unit at Kunming because it was under the direct control of the 
Commander in Chief, U. S. Fleet (Op-20-G). General Bissell 
commented that the Commanding General in the China area was 
assuming administrative control of all the personnel in the area 
merely in order to be kept apprised of all American activities 
therein. 
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When Captain Metzel stated that the Saco Agreement 
aid not require the United States to do anything it was op- 
posed to, General Bissell declared that this should permit 
the United States to limit its activities in China to inter- 
cept work and to withdraw the remaining activities for the 
sake of greater security. Captain Metzel suggested that the 
personnel in China could be Limited to small numbers if help 
could be obtained from either the Army or Navy in Washington. 
When Captain Smedberg objected to this plan because he felt 
sure it would eventually lead to the Japanese being informed 
of any successes enjoyed by SSA or NCA, Captain Metzel re- 
plied that he had made the suggestion only because he felt 
that trained personnel. might not be available fer the unlit 
in China. General Bissell remarked that it was apparent that 
an increase in number of commumication intelligence personnel 
in China would bring about less security. 


Suggestion by Admiral Redman 


Admiral Redman suggested that a joint American unit 
should be established in China, if it were to be understood 
by all concerned that the American unit would not be obliged 
to fill in the eryptanalytical deficiencies of the Chinese. 
However, no objection should be made if the Chinese were able 
to perfect their techniques independently ‘of American assist- 
aneé, Some Naval help might be given in developing work on 
2 low level and checking on local. shipping along the coast. 
Summarizing the situation as he saw it, Admiral Hedman said 
that the points at issue were whether the U. 8. Nuvy would 
have to work on Japanese Army traffic because of the Saco 
Agreement, or would the U. S. Army take over the task of in- 
structing the Chinese. 


Views of General Bissell 





General Bissell remarked that there was no doubt in 
his mind that eventually the United States would have to fight 
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the Japanese on the Asiatic itainland. In view of this, 
he could not help agreeing that it would be wise to 

plun the setting up of a system to enver the Japanese 
irmy and Air Foree for the sake of obtaining intelligence 
during future campaigns. AS to whether or not it should 
be an American effort sr a Chinese, there was some doubt 
in his mind. If the United States invaded the Asiatic 
continent, it would appear wise to have an Arerican 
organization in chargé of the aetivity and, in that case, 
it might bé more desirable to use islands off the China 
coast rather than to set up centers on the mainland, 
whieh could be readily observed by the Japanese. 


e 


General Bissell éaia also that he fully sympathized 
with Commodores. ‘Miles, who had done’ excellently in China 
in view of the many obstacles in the path of his progress, 
He also appreciated the reason for the conflict of interests 
engendered by two different agreements--first, the alloca- 
tion agreement of 1942 which assigned Japanese Army traffie 
to the U. S. Army, and second, the Saco Agreenent, which 
foreed the Navy to DEOECHE Japanese Army, traffic. 


Objections to Inereasing C. I, Persomnel in China. 


Captain Wenger remarked that some measure of control 
could be exercised by limiting the number of American 
personnel sent to China in conformity with the supplementary 
agreement which stated that Anerican personnel should be 
furnished in such numbers and capacity as could be made 
available considering the shortage of trained personnel 
and other commitments in the Japanese war theater. Colonel 
Cordernan commented that any new personnel sent to China 
would have to be persons indoctrinated by SSA or Op-20-G. 
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If these individuals were to be of any use in China 

tney would have to be taken from the operational 
sections of Op-20-G or SSA; therefore, whether or not 
they made any conscientious effort to instruct the 
Chinese in the latest eryptanalytical techniques, their 
ere method of doing. things, unaccompanied by any erypt~ 
analytical success, would reyeal to the Chinese that 
lnerican intelligence agencies had been quite successful 


in cryptanalysis. 


Inexpert "Experts" to be Sent to China 


General Bissell then inquired if it were intended 
to send to China a few inexpert "experts™., Both Colonel 
Corderman and Captain. Wenger agreed that any person sent 
into that area should not kmow too much about eryptanalysis. 
Stating his belief that neither the Army nor the Navy 
could disguise the fact that it was engaged in communica- 
tion intelligence activities, Admiral Redman pointed to 
the assumption of both services that the Germans were 
listening to every Allied radio transmission. On the other 
hand, he assumed that both the Germans and. the Japanese 
kmew that the Allies were listening to their broadcasts. 


Excellent Training of Japanese in D/F 


General Bissell emphasized his agreement with 
this viewpoint, and geclared thet if the U. S. augmented 
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its Cc. I. units in China, the Japanese would then 
assume either that the Americans were quite good at 
communication intelligence or were so bad that it was 
necessary for them to augment their numbers. Admiral 
Redman believed that in this case the Jananese would 
think that the Americans were trying to do only what 
the Japanese were already doing in communication intel- 
ligence work, especially in D/F, in which the Jananese 
were well trained, ; 


Commodore Miles mentioned the ease of a Japanese 
prisoner of war who had attended Honolulu High School 
and who had served with the Japanese Army as a radio 
operator intercepting American messages. Cuiszed closely 
as to Japanese success in deciphering 4merican messages, 
he had stated that he had no information concerning sueh 
activities although he had received occasional bonuses 
for intercepting special messages. 


tee 


Navy's Desire to Stay Out of Army Traffic 


When General Bissell stated that the Navy did 
not want to work on Army traffic, Admiral Redman pointed 
- out that, according to the Saco Agreement, the Navy would 
have to continue working on Japanese Army material unless 
the U. S. Army rélieved it of its responsibility. General 
Clerke reminded A@miral Redman that the Wavy had agresd 
to stay out of Army traffic long before the Saco Agreement 
had been signed. Admiral Redman pointed out that the 
Army Chief of Staff under Article 18 agreed to the Navy's 


working on Army intercept traffic. 
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Chinese Desire for Practical Instruction in C. I. Work © 

Turning again to the question of instruction, General 
Bissell said that there were two aspects to this problem: 
first, the paiod during which the Chinese were under instruce 
tion, and segéond, the period during which they were obtaining 
intelligence as the result of their instruction. Admiral Rede - 
man remarked that if the Chinese werd taught cryptanalysis, 
they would eventually become independent. It would be diffi- 
cult to estiuate the precise point at which intelligence began 
and instruction ended. 


Commodore Miles stressed the fact that the Chinese wanted 
to engage in actual laboratory work in eryotanalysis rather 
than receive mere text book instruction. They wanted to he 
able to intercept traffic, and perform cryptanalysis and traffic 
analysis on this material in the hopes of producing intelligence 
for their operating forces. Admiral Kedman declared that the 
Navy hed no wish to jeopardize the success S54 had achieved dure 
ing the war, and for that reason would like to withdraw and have 
the Army take over its position in China. 


Inability of ‘the U. S. to Caneel saco Agreement, 


Commodore Miles emphasized that the United States could 
not withdraw from the saco Agreement because if any portion of 
it were invalidated, especially Article 18, it would react very 
unfavorably on the fortunes of General Wedemeyer, who was now 
charged vith protecting American interests in the China theater. 
Gommodore Miles had tried to cancel the agreement at one tine, 
but was not able to do it. 


Admiral Redman Suggests Army Assume kesponsibility for Article 16 


Admiral Hedman once again made the suggestion that the 
Army take over the implementation of Article 18 of the Saca 
Agreement which would permit the Navy to withdraw from a respon- 


sibility which really belonged to the Army under the allocation 
agreement of 1942, 


Captain Metzel declared that if the Army and Navy agreed 
to satisfy the desires of the Chinese in tegard to Article 18, 
they could have any number of independent Army and Navy units 
astablished under the authority of Comnavgroup China. General 
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Bissell expressed the opinion that Captain Metzel might be 
underestimating the intelligence of the Chinese in making this 
statement. Captain Metzel reiterated that the Chinese would 
ado practically anything for the U. S. Army and Navy if they 
were satisfied that the Saco Agreement was being fully imple= 
mented, 


General Bissell Outlines C. I. Difficulties in China 


‘Phough General Bissell believed that Me U. S.- shoulda 
have nothing to do with the business being conducted by General 
Tai Li, Commodore diles stated that he disagreed with General 
Bissell's point of view concerning Tai Li but that this could 
be discussed at another time. General Biasell declared that 
quite apart from his cpinion of the activities engaged in by 
Tai Li, there were many physical difficulties to be overcome 
in China which had a definite influence on the security of the 
G.I. units, The question of logistics was involved, for it 
would be difficult to provide personnel and to maintain them 
after their arrival. Furthermore, it would not be.easy to work 
on the training aspect of communication intelligence in China 
without becoming involved in the intelligence aspect. Commo» 
dore siiles pointed out that the American people working unaer 
the Saco Agreement would be far removed from the military opera- 
tions of the United States Army and, conseyuently, the problem 
of security would be lessened considerably. ; 


Declaring that the statement of Commodore Miles and the 
subsequent discussion had clarified certain issues for hin, 
General Bissell said that he wanted to give his technical ex- 
perts a chance to discuss Commodore siles’ proposals before he 
rendered a decision. He appreciated the problems of Commodore 
Miles and would ask his advisors to investigate every angle 


of the situation before recommending any action, 


Joint Army-Navy Unit a Possible Solution | 





Captain Senger again. suggested to General Bissell that 
a possible solution would be to combine the Fifth Radio Square 
‘dron and the Navy unit at Kunming since both were supplying 
intelligence to the Fourteenth Air Force. 1% would be ade 
yantagecus to combine the two units, now working independently, 
into a joint enterprise to be contrelled by the Army in the 


game manner as the joint organization on Guam was controlled 
by the Navy. : 
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General Bissell replied that this suggestion might be 
a possible solution for one aspect of the problem. lUowever, 
the whole situation was extremely delicate, since it involved 
the Interests of a great ally. It was his belief that there 
was absolutely no security in China since Japanese agents were 
$0 numerous and widely dispersed that it was practically im- 
possible to linit their activities. 


Ravy Unit Currently Processes Army Traffic 


When Conmander Sebald inquired whether the Navy.was 
working on Army traffic, General Bissell stated that this 
might be an embarrassing question for Commodore Miles, and sug- 
gested that 1t be stricken off the record, if Conmodore Miles 
so desired. Commodore Miles did not object, however, and re-. 
sponded that Lt. Commander Heasy's organization had six to ten 
positions operating twenty-four hours a day in intercepting 
Japanese Army traffic. This material was being sent to Colonel 
Bickwit who was im.charge of Army C.I. activities in that area. 
The Chinese also had six traffic analysts who had been operat 
ing at Chungking. Commodore Miles stated that Lt. Cornmander 
leagy was able to supply some comparatively uninportant in+ 
telligence derived fron Japanese Army traffic such as the mov ing 
‘up and down thei-coast of certain divisions. 


To an inquiry of General Bissell's, Commodore Miles re~ 
plied that the Saco unit was not working on Japanese Air traf- 
fic and that it was not competent enough to decipher success- 
fully high grade Japanese Army traffic, General Bissell come 
mented that this deronstrated the validity of his previous 

suggestion that the American unit intercept the traffic and 
send 1t out of China to a more secure location, possibly an 
island off the China coast. 


preenes 


Erroneous Chinese Goncepts of American Methods 


Commodore [liles replied to a question from Colonel 
Corderrian that at present the Navy had twenty-three Americans 
and sixty to eighty Chinese in the Saco unit, and it wes hoped 
to build up the unit to five hundred, Captain Netzel explained 
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that the Chinese had sane exaggerated notions concerning the 
age, ability and attitude of American cryptanalysts. They 
generally picture the Sace unit of the future as containing 
several hundred ancient and benrded American and Chinese 
scholars, seated alternately as to nationality behind a Long . 
table, processing intercepted messages by hand and turning 
out intelligence as a result of much pondering. The youth- 
ful appearance and seemingly unorthodox methods of the Ameri« 
cans who had been sent te China under the Saco unit had dis= 
appointed the Chinese. when Captain Wenger remarked that 

Lt. Commanier Heagy had never worked in Op-Z0-G, Colonel 
Corderman inquired concerning the Chinese reagtion to thia 
fact. Commodore Miles explained: that Heagy’s reputation had 
been built up for the edification of the Chinese. ‘ Golonel 
Corderman also pointed out that the Chinese might possibiy 
object to sending the material out of the country if they 
were not going to process ite. 


Bad of Discussion on Saco Agreement 


Captain Smedberg then brought the informal discussion of 
Commodore Miles' proposal toa close by stating that the ine 
|selligence authorities of the Navy intended to resist strongly 
Commodore Miles! suggestion that ecryptanalytic or traffic 
analysis recoveries should be seat from SSA or Ope2006 to 
China, Although the Navy: desired to assist the Chinese in 
every way in defeating the Japanese, the Navy intelligence 
group did not intend to supj0rt.the sending of personnel, or 
recovered code values, ete. from Op-20-G or SSA to China. 
Captain Smedberg pointed out that the Army's technical authorl- 
ties, General Glarke and Colonel Gorderman, were in agreement 
as to the inadvisability of sending trained personnel for use 
in the Sacg unit. Admiral Thebaud confirmed the remarks of 
Captain Smedberg. 
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Mobile D/F Units to be Used Only for Fleet Purposes . 


Admiral Redman raised a point concerning the previous 
discussion by stating that he did not want the mobile D/F 
units he was sending to China to be used in hunting dow clan- 
destine stations, since their primery purpose was to take bear- 
ings for operational use vy the fleet. Agreeing that the mobile 
units should not be diverted from their original purpose, Commo- 
dore Alles explained that mobile wnits were necessary in the 
Northern part of China because the Japanese wight attempt to 
capture them at any time, and it was imperative to be eble to 
move them speedily when warnings were issued by Chinese agents. 
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As an indication of how flexible the Chinese-Japanese 
front lines were, Commodore Miles said that on one otecasion he 
was riding a stubborn herse which refused to stop its rapid 
progress towards the Japanese front Lines, which were only twenty 
miles away, until he had brought strong pressure to bear. This 
story occasioned a cuery from General Bissell concerning the 
safety of American C. I, personnel. Commodore itiiles assured 
General Bissell that they were never far enough forward to be 
captured by the,enemy since he had instituted very strict rules 
concerning the necessity for withdrawing C. I. personnel from 
a forward area just as soon as any threat became evident. 


Naval Ability to Decipher Army Codes 


Admiral Redman incuired of Captain Wenger concerning his 
statement that Navy personnel were not able to decipher Japa- 
nese Army codes. Captain Wenger replied thet Op-20-G personnel 
had the necessary talent to do the work, but were not abreast 
of the latest developments in Japanese Army ciphers since this 
was the responsibility of SSA. General Clarke pointed out that 
the same question might be asked of Colon'el Corderman with rela- 
tion to Japanese Navy material, and that the latter's answer would 
undoubtedly be the same as Captain Wenger's. Admiral Redman 
commented that he was familiar with the situation but that he 
wanted to clarify the issue so that the non-technical members 
could understand that the Navy would do the job if it were re~ 
quested to do so. Colonel Corderman pointed out that most of 
the important members of Op~20-G's staff had been in SSA at one 
time or another on liaison work and that the same was true in 
reverse of members of SSA. Therefore, both organizations knew 
the general technique of the opposite service, 
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General Bissell Promises All Possible Coopcration. 


General Bissell stated that he desired to have pleced 
on the record his directive that any material which was avail- 
able in SSA or G-2 whitch would be of use to the Navy should be 
‘sent to the Navy with or without e recuest. He desired it to 

- be understood that the Army was fully determined to do its ut- 
most in cooperating with the Navy. Captain Wenger comnented 

that Lit would take some time to train Neval »oersonnel to work 

on Army codes and ciphers, and that the same conditions would 
apply in the ease of Army pees planning to work on Navy 
traffic. 


General Bissell then informed Commodore Miles of his 
appreciation for the latter's complete frankness in explaining 
his position. Though he was fully determined to do ali that he 
could to assist Commodore Miles, if various circumstances would 
permit him. to do so, General Bissell said thet nothing further 
could be done atthe meeting and Commodore Miles would be in-~ 
formed of the Army's decision as soon as practicable, 
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Needs of Naval Meterological Eervice 





Captath Orville stated that the Nuvy meteorological 
services desired to get as much information coneerning Asiatic 
weather as possible. From his viewpoint every st: tion which 
could possibly he astabiished in China should be set up as cuick- 
ly as practicable since operational weather intelligence wes 
needed now more vitally than ever before, As for the dissemina- 
tion of weather intelligence to essential points, Commavgroup 
China would be of great assistance. It could also be of value 
in obtaining selected material for transmission to the eryote 
analytical centers in Pearl Harbor and Washington. Intelligence 
derived by these units would be of considerable value to the 
fighting forces along the Chinese coast and in the waters near 
Japans 


Suggested Change of Desienator Witrat 


Captain Smedberg said that there were two other points 
to discuss, both of which revolved around the use of designators 
for communication inteliigence. It had been suggested that the 
word "Ultra" be changed te some other word such as "Jumbo", 
 @tee, and though the Navy felt there would be little advantage 
gained by changing the designator, both the British and the 
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U.S. Army were supporting the proposal. finee the Navy would 
change the word if higher authorities agreed, the question haé 
been brought before ANCIB Por decision. 


Aduiral Redman said that the word "Ultra", had no 
security in itself but that personnel handling commumication | 
intelligence had been indoctrinated in the méthod of handling 
it as Ultra material. Yo change the designator now would 
Simply mean reindoctrinating all personnel with no gain in 
security. General Clarke stated that the Army would withdraw 
its support from the British proposal, and Captain Smedberg 
agreed that both the Army and Navy would act jointly in tell- 
ing the British thit they did not concur in the proposal to 
change the word Iltraf, == 


Suggested Adoption of "Pearl" and "Thumb® 


In regard .to the use of Pearl and Thumb to indicate low 
level intelligence, Admiral Redman. declared that if the adop- 
tion of the new designators would help in the prosecution of 
the war without jeopardizing something more important, it might 
be wise to accept them. Both he and Captain Wenger pointed out, 
however, that frequently the same messages contained both low 
level and high level intelligence, and on many occasions systems 
which once had been low level were raised to a major status by 
a later directive of the enemy. 


Both General Clarke and Colonel Corderman remarked that 
the principal objective in using designators other than Ultra. 
for low level intelligence was to permit a broader dissemina~ - 
tion than was permitted by the regulations concerning Ultra. 
Since Peari and Thumb intelligence would be handled by the same 
personnel whe dealt with Ultra, the question of security was 
not involved. Beeause the material generally was of immediate 
operational value, it would be advantageous to disseminate it 
as widely as possibile, 


Admiral Redman suggested thet the intelligence could be 
furnished to operational authorities as Ultra material, but 
that then the informetion could be put in an unenciphered opera- . 
tional message on a taetical channel without revealing the source 
of the intelligence. Captain Smedberg remarked that in such 
cases the Japanese would soon become aware thet their messages 
were being read, for if American forees sent out air raid alerts 
immediately after the Japanese had transmitted messages to their 
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alreraft, it would be evident that Americans: were reading 
their dispatches. 


Since the hour was late, the meeting was adjourned with- 
out a definite decision having been reached as ta the adoption 
of Pearl und Thumb by the Army and Navy Cc. I, organizations. 
This will be decided at another time. 


Very respectfully, 


John V. Connorton 
Walter J. Fried 
Secretariat, ANCICC 
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